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The Comparison Report details the revised FY 2001
and proposed FY 2002 budget as approved by the
2001 Legidature. The format of the report compares
the budget recommended by Governor Graves to the
legislative changes made through the appropriation
process. The schedules at the end of the document
provide detail by agency and object of expenditure for
the approved budgets for both FY 2001 and FY 2002.

FY 2001 Summary

The Governor recommended a revised FY 2001 State
General Fund budget of $4,440.5 million and $9,169.8
million from all funds. The Legislature approved
$4,436.3 million from the State General Fund and
$9,159.3 million from all funds. The current fiscal year
revisions to the State General Fund add $30.1 million
to the FY 2001 budget previously approved during the
2000 Legislative Session. Casdoad increases in SRS
medical and foster care services account for the bulk
of the additions.

FY 2002 Summary

The Governor's FY 2002 budget recommended
$4,693.8 million from the State General Fund and
$9,235.8 million from all funds. The Legislature
finally approved $4,508.9 million from the State
General Fund and $9,200.1 million from all funds.
However, the comparison between the budget
recommended by the Governor and the budget
approved by the Legislature is imperfect because of
substantial changes required by the Consensus
Revenue Estimate in April.

In January the Governor proposed a budget for FY
2002 based upon the expected revenues forecast in the
November Consensus Revenue Estimate. The
Governor’s budget outlined a spending plan that used
all available State General Fund resources while still
leaving a projected ending balance of 7.5 percent of
expenditures. In early April the Legislature adopted a
budget (SB 57) very close to the Governor’s original
recommendation.

Also in early April, the Consensus Revenue
Estimating Group developed revised State General

Fund revenue estimates for FY 2001 and FY 2002.
The new estimates revised projections downward by
$74.1 million in FY 2001 and $111.4 million in FY
2002. The new projections meant that the Governor’s
original budget proposal for FY 2002 and the budget
passed by the Legislature needed to be downsized by
approximately $185 million in order to maintain a 7.5
percent ending balance. Revised SRS and Aging
casdoad estimates added approximately another $20
million to the gap that needed to be filled in the final
adopted budget.

Revenue changes adopted to fill the gap included more
aggressive collection of accounts receivable by the
Department of Revenue, changes in the insurance
premiums tax, and increases in traffic fines. The final
approved budget diverted $51.0 million originally
intended for the Senior Services Trust Fund to other
spending items and authorized the Department of
Transportation to issue more bonds lowering State
General Fund spending by $20.0 million per year. The
final budget also converted local demand transfers to
revenue transfers. Some direct spending cuts were
included in the final bill passed by the Legislature. The
Governor vetoed spending cuts dealing with agency
shrinkage, longevity, and delay of the employee pay
plan.

Long-Term Budget Outlook

The planning report on the following page accounts
for key additional budget demands in FY 2003. Those
demands include expected caseload increases, planned
increases for higher education restructuring and the
Comprehensive Transportation Program, annualization
of the FY 2002 pay plan, ongoing KPERS issues, and
a minimal new state employee pay plan. The planning
report does not account for any increases in public
education, for new programs, or for what might be
termed normal inflation. Even without listing these
increases the planning report shows that expected
revenues will not fully cover the additional key
demands that are shown in FY 2003. Given current
revenue assumptions, the FY 2003 budget will either
need to lower key budget demands or provide for
additional revenue.



Five-Year Outlook for the State General Fund

(Dollarsin Millions)

FY 2001 FY 2002 FY 2003 FY 2004 FEY 2005
Adjusted Balance: 378.1 350.5 317.0 351.2 365.8
Revenue:

Revenue Estimates 4,408.7 4,549.5 4,716.4 4,891.8 5,068.6

Demand Transfers to Revenue Transfers -- (100.1) -- -- --
Total Available 4,786.8 4,799.9 5,033.3 5,243.0 5,434.4
Expenditures:

Approved Expenditures 4,436.3 4,508.9 4,482.9 4,682.1 4,877.2
SRS and Aging Caseloads -- -- 35.0 20.0 20.0
Medicaid Match Replacement -- -- 11.0 -- --
School Finance Adjustment -- -- (4.5) (13.9) 0.9
Impact of Higher Ed Bill -- -- 33.2 17.2 --
Ongoing KPERS Issues -- -- 10.8 115 12.1
Annualization of Pay Plan COLA -- -- 9.7 -- --
New State Employee Pay Plan -- -- 20.0 -- --
Revenue Transfers to Demand Transfers - - 100.1 - -
State Highway Fund Transfer Reserve -- -- 46.7 10.2 19.0
KDOT Veto Adjustment -- (26.0) -- -- --
Subtotal Expenditures 4,436.3 4,482.9 4,744.9 4,727.1 4,929.2

Flexibility - - (62.8) 150.1 126.0
As % of Expenditures Subtotal -- -- -1.3% 3.2% 2.6%
Total Expenditures 4436.3 44829 46821 48772 5,055.2
Ending Balance 350.5 317.0 351.2 365.8 379.2
As % of Expenditures 7.9% 7.1% 7.5% 7.5% 7.5%
Revenue in Excess of Expenditures (27.6) (33.5) 34.2 14.6 134
Percent Growth in Total Expenditures 1.5% 1.1% 5.8% -0.4% 4.3%

The distribution of the tobacco settlement revenue is outlined in Chapter 172 of the 1999 Session Laws of Kansas.

School finance adjustments assume $3,870 per pupil base state aid for FY 2002 and thereafter.

The State Highway Fund demand transfer is increased to 9.5 percent of sales tax revenuein FY 2002, 11.0 percent in FY 2003, and

11.25 percent in FY 2004. The transfer will reach 12.0 percent in FY 2005 and remain there.
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The pie chart above shows FY 2002 receipts by major
category. The largest single source is the State
General Fund, which accounts for 47.8 percent of all
receipts included in this report. Specific information
regarding receipts to the State General Fund is
presented in the following section.

In FY 2002, the State of Kansas will receive $2.6
billion in federal grants, which represents 27.8 percent
of total receipts. This estimate is a decrease of $9.6
million, or 0.3 percent, from FY 2001. The
Department of Social and Rehabilitation Services will
receive the most federal funds, 50.2 percent, followed
by the Department of Transportation with 10.8
percent.

Dedicated tax receipts represent revenues from taxes
that are collected for a specific purpose and are
deposited in special revenue funds, rather than the
State General Fund. For example, taxes on motor
fuels and vehicle registrations, as well as a dedicated

sales tax of one-quarter of a cent, are assessed and
credited to the State Highway Fund. In addition,
statewide property taxes of 1.5 mills are assessed for
financing construction and maintenance of state
buildings at Regents institutions and state social
service institutions.  These receipt sources are
projected to account for 8.4 percent of total revenues
in FY 2002.

Agency service charges include revenues received for
services provided by state agencies. These include
charges for inspections, examinations, and audits; fees
collected for tuition and other purposes at Regents
institutions; and admissions to the Kansas State Fair.
This revenue category constitutes 6.4 percent of total
receipts.

Non-revenue receipts are transfers from other funds,
collections, and rembursements realized by agencies.
Such receipts are not considered “normal” revenue.
An example of non-revenue receipts includes
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collections by the Department of Human Resources for
the payment of unemployment benefits. Collections
made by absent parents for child support are also
included in this category. This financing source is
estimated to account for 3.4 percent of total receipts to
the state.

Lottery sales are anticipated to account for 2.2 percent
of all receipts. Revenues from this source are from the
sale of lottery tickets. Other special revenue receipts
include license fees, interest earnings on special
revenue funds, non-federal grants, the sale of state
property, and numerous other miscellaneous revenue
sources. Some agency fee funds retain interest earned.
This source accounts for 4.0 percent of all revenue
receiptsin FY 2002.

Summary of Expenditures from All Funding
Sources. As indicated in the table, the Legislature
approved expenditures of $9.2 billion from all funding
sources in FY 2002. This amount represents a $78.6
million decrease when compared to the Governor’s
recommendation. Approximately 62.1 percent of the
approved budget is recommended for grants, including
35.8 percent for aid to local governments and 26.3
percent for direct assistance to individuals.
Expenditures of $2.5 billion for direct assistance to
Kansas citizens consist largely of public assistance,
medical assistance, and unemployment insurance
benefits.

The Legislature approved $2.9 billion for the operation
of state agencies, representing 30.9 percent of total
expenditures. Of total state operations, salaries and
wages represent 62.3 percent. It should be noted that

the Regents universities account for $877.1 million,
46.7 percent, of all expenditures for salaries and
wages.

The Legislature also approved $526.7 million for
capital expenditures. This amount is $5.2 million
more than the Governor’s recommendation. Capital
improvement expenditures for the Department of
Transportation total $432.2 million and account for
82.1 percent of capital spending. Approximately 10.5
percent of expenditures relate to construction projects
and maintenance of Regents institutions. A detailed
description of capital projects is contained in the
Capital Budget section of this volume.

Comparison of Major Components of the Total
State Budget. The table on the next page illustrates
expenditures of ten state agencies which constitute
90.7 percent of the budget from all funding sources in
FY 2002. The four largest of these budgets, the
Department of Education, the Department of Social
and Rehabilitation Services with its state hospitals, the
Board of Regents and its universities, and the
Department of Transportation, total 76.4 percent. It
should be noted that in FY 2002 the remaining state
agencies constitute only 23.6 percent of total state
expenditures.

Balance Sheet for All Funding Sources. The table
on page 9 summarizes all of the funds that support
expenditures in this report in a single balance sheet.
The table shows beginning balances, State General
Fund recepts, receipts to specia revenue funds,
expenditures from all

FY 2002 Approved Expendituresfrom All Funding Sour ces
(Dollarsin Millions)
State Local Other Assistance Capital

Operations Aid Grants & Benefits I mprovements Total

General Government 378.9 210.8 197.2 29 789.8
Human Resources 505.9 139.4 2,008.1 16.1 2,669.5
Education 1,203.9 2,720.9 237.2 50.0 4,212.0
Public Safety 335.0 73.3 - 185 426.8
Ag & Natural Resources 127.0 8.8 8.2 7.0 151.0
Transportation 3374 181.0 0.4 432.2 951.0
Total $2,888.1 $3,334.2 $2,451.1 $526.7 $9,200.1

Totals may not add because of rounding.



Comparison of Major Components of the Total State Budgei
Percentage of the Total Recommended Amount
(Dollarsin Millions)

FY 2002 Percent of Cumulative
Agency Recommended the Total Percent

Department of Education $ 2,639.1 287 % 287 %
SRS & Hospitals 1,879.0 20.4 49.1
Board of Regents & Universities 1,555.9 16.9 66.0
Department of Transportation 951.0 10.3 76.4
Department on Aging 401.6 44 80.7
Department of Human Resources 254.9 2.8 835
Department of Corrections & Facilities 238.6 2.6 86.1
Department of Health & Environment 173.9 19 88.0
State L ottery 140.3 15 89.5
State Treasurer 112.4 12 90.7
All Other Agencies 853.4 9.3 100.0

Total $ 9,200.1

Total may not add because of rounding.

balances for FY 2000, FY 2001, and FY 2002
Receipts for both the State General Fund and special
revenue funds are identified by major receipt
classifications, and expenditures from all funding
sources are identified by major object of expenditure,
such as salaries and wages or contractual services.

The table above presents a portrait of anticipated
receipts and approved expenditures for Kansas state
government for FY 2002. As illustrated, receipts to
the state totaled $8.4 billion in FY 2000. Net receipts
are projected to increase by $753.1 million in FY 2001
and then grow by another $107.3 million in FY 2002.



Budget Summary for All Funding Sour ces

(Dollars in Thousands)

FY 2000 FY 2001 FY 2002
Actua Approved Approved
Beginning Balances $ 1427961 $ 1456181 $ 1,494,256
Add: Released Encumbrances 1,960 - -
Net Receipts:

State General Fund:
Motor Carrier Property Taxes 16,125 18,500 19,660
Income Taxes 2,127,145 2,219,000 2,325,733
Inheritance Taxes 62,888 40,000 43,000
Excise Taxes 1,828,761 1,877,000 1,955,042
Other Taxes 62,631 65,000 75,794
Other Revenue 105,525 189,185 30,173
State General Fund Total $ 4203075 $ 4408685 $ 4,449,402

Special Revenue Funds:

Property Taxes Dedicated to Building Funds 34,440 37,026 38,764
Motor Fuels Taxes 356,069 367,042 388,930
Motor Vehicle Registration Taxes 134,289 135,000 137,000
Sales Tax Dedicated to Highway Fund 150,839 143,376 216,324
Agency Service Charges 400,013 475,994 522,856
Licenses, Permits, and Registrations 68,006 69,379 70,754
Lottery Ticket Sales 112,211 200,903 200,903
Sale of Goods and Services 88,168 81,876 83,599
Interest, Dividends, Rents, & Royalties 160,570 165,357 160,855
Federal Grants 2,224,737 2,596,493 2,586,853
Non-federal Gifts, Donations, & Grants 14,777 84,009 69,612
Other Revenue 76,721 62,816 62,418
Non-revenue Recei pts 360,475 369,445 316,444
Special Revenue Funds Total $ 4241315 $ 4,788,715 $ 4855312
Total Receipts $ 8444390 $ 9197400 $ 9,304,714
Total Available $ 9874311 $ 10653581 $ 10,798,970

Expenditures by Object:
Salaries & Wages 1,663,583 1,738,367 1,799,599
Contractual Services 634,711 656,103 654,710
Commodities 146,641 137,942 141,145
Capital Outlay 192,810 186,215 179,175
Debt Service 76,908 92,289 113,515
Non-expense Items 546,115 560,612 578,350
Aid to Local Governments 3,120,031 3,241,707 3,334,216
Other Assistance, Grants, & Benefits 2,208,343 2,360,521 2,451,110
Capital Improvements 375,104 746,180 526,652
Total Expenditures $ 8418130 $ 9159325 $ 9,200,122
Ending Balances $ 1456181 $ 1494256 $ 1,598,848

Receipts and expenditures have been adjusted to exclude KPERS contributions or benefit payments.
Totals may not add because of rounding and non-expense items are not counted in the totals.
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The pie chart above illustrates the proportional
contribution each revenue source is estimated to make
to the State General Fund in FY 2002. The State
General Fund accounts for 47.8 percent of all recepts
and includes all revenues and expenditures not
accounted for by other specific funds. All revenuesin
the state treasury not specifically authorized by statute
or the constitution to be placed in a separate fund are
deposited in the State General Fund.

Revenues received in the State General Fund as

income taxes include payments by individuals,
corporations, and financial institutions. Excise tax
collections are redlized from taxes levied on

consumable goods and include statewide sales and
compensating use taxes, cigarette and tobacco taxes,
cereal malt beverages and liquor taxes, corporate
franchise taxes, and severance taxes on natural gas and
crude oil production. Other tax revenues credited to
the State General Fund include taxes on estates,
insurance premiums, and other miscellaneous taxes.
Receipts are estimated to total $4,449.4 millionin FY

2002, anincrease of 0.9 percent from FY 2001 receipts
of $4,408.7 million. These amounts were estimated by
the Consensus Revenue Estimating Group in April
2001, adjusted for legislation passed by the Legislature
and approved by the Governor. Individual income
taxes account for 46.8 percent of total revenues, the
state’'s largest single revenue source. An estimated
$2.1 billion will be received in the State General Fund
in FY 2002 from this revenue source, an increase of
5.1 percent from projected FY 2001 revenue. Sales
and compensating use taxes are expected to account
for $1.7 billion or 38.8 percent of FY 2002 revenues.
Sales tax receipts are expected to increase by 4.5
percent over FY 2001 collections, and compensating
usewill grow by 5.5 percent.

Summary of Expenditures from the State General
Fund. Approved State General Fund expenditures are
$4,436.3 million for FY 2001 and $4,508.9 million for
FY 2002. These approved amounts represent an
decrease of $4.2 million in FY 2001 and $184.9
million in FY 2002 from the amounts recommended
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by the Governor. Details of specific changes are
provided in the Function Summaries and Capital
Budget sections of this document.

The table at the bottom of the page reflects a
breakdown of expenditures for FY 2002 by function of
government and by expenditure classification. Of the
total approved budget, 26.9 percent provides for the
operation of state agencies; 56.9 percent will be
distributed to local governments; 13.3 percent will go
toward provision of assistance, grants, and benefits to
Kansas citizens; and 2.9 percent will be used for
capital improvements.

Of the $1,210.9 million approved for state operations,
46.3 percent will go to the Board of Regents and the
operation of universities. Public safety agencies,
including the Department of Corrections and its
facilities, the Kansas Highway Patrol, the Adjutant
General’s Department, the Kansas Bureau of
Investigation, and the Juvenile Justice Authority and
its four juvenile correctional facilities, account for 21.7
percent of the total approved for state operations. The
remaining third is distributed among the agencies in
the other functions of government.

A total of $2,567.0 million for local government aid
was approved. Almost all of these monies, 90.3
percent, pay for the state's share of education costs for
students in grades K-12. This includes the approved
base aid per pupil of $3,870.

Agencies in the Human Resources function account
for 94.9 percent of the $601.1 million that is
anticipated to be distributed to individuals in the form

of grant assistance and other benefits. The Department
of Social and Rehabilitation Services is budgeted to
allocate $435.8 million in assistance, while the
Department on Aging will distribute $134.8 million.

The Kansas Department of Transportation will receive
93.2 percent of the amount approved for capital
improvements. The amount represents the demand
transfer from the State General Fund to the State
Highway Fund. Demand transfers from the State
General Fund are treated as expenditures. The other
major expenditure is made by the Department of
Corrections to pay debt service on bonds issued to
construct prisons.

Major Components of the State General Fund
Budget. The table on the next page represents the
approved budgets for the eight state agencies which
spend 94.6 percent of the State General Fund budget.
The budget for the Department of Education, which
includes all aid to school districts, is clearly the major
user of State General Fund dollars. This budget alone
accounts for 51.6 percent of the recommended State
General Fund budget. The second largest consumer of
the State General Fund budget are the post-secondary
educational institutions and programs, which are
allotted 15.7 percent of the budget. These institutions
include the six state universities, KSU—ESARP, the
University of Kansas Medical Center, the community
colleges, and the vocational technical schools.

The operation of SRS totals 13.6 percent of the State
General Fund budget. It includes cash and medical
assistance benefits to digible Kansans as well as
operation of the state hospitals. The cost of operating

FY 2002 Approved Expendituresfrom the State General Fund
(Dollarsin Millions)

State Local Other Assistance Capital
Operations Aid Grants & Benefits I mprovements Total
General Government 185.7 0.3 29 25 191.4
Human Resources 145.9 69.8 570.6 -- 786.3
Education 589.2 2,447.7 21.6 0.2 3,058.7
Public Safety 262.9 49.2 - 6.0 318.1
Ag & Natural Resources 27.2 -- 6.0 0.1 333
Transportation -- -- -- 121.1 121.1
Tota $1,210.9 $2,567.0 $601.1 $129.9 $4,508.9

Totals may not add because of rounding.



prison facilities at Topeka, Lansing, Larned,
Hutchinson, El Dorado, Winfiddd, Norton, and
Ellsworth, as wdl as the central office of the
Department of Corrections accounts for 4.6 percent of
the approved budget. The Department on Aging,
which provides services to older Kansans, represents
3.1 percent of thetotal.

The State Highway Fund demand transfer made to
KDOT condtitutes 2.7 percent of the total. The
Judiciary, which includes the Supreme Court, Court of
Appesals, and district courts, represents 1.7 percent of

the total. The Juvenile Justice System, including the
four juvenile correctional facilities, represents 1.4
percent of the total expenditures. All remaining
budgets total 5.4 percent of the expenditures approved
from the State General Fund.

The table on the next page presents a four-year
summation of State General Fund revenues and
expenditures beginning with FY 1999. The revenues
for FY 2001 and FY 2002 are the Consensus Revenue
Estimating Group numbers adjusted for legislative
changes.

Department of Education

Board of Regents & Universities

SRS & Hospitals

Department of Corrections & Facilities
Department on Aging

Department of Transportation
Judiciary

Juvenile Justice System

All Other Agencies

Total

FY 2002 State General Fund
Percentage of the Total Approved Amount
(Dollarsin Millions)

FY 2002 Percent of Cumulative
Approved the Total Percent
2,327.5 51.6 % 51.6 %
706.5 15.7 67.3
614.8 13.6 80.9
208.7 4.6 85.6
142.0 31 88.7
121.1 2.7 914
78.9 17 93.1
63.8 14 94.6
245.6 5.4 100.0
4,508.9

Totals may not add because of rounding.



State General Fund Summary

(Dollarsin Millions)

Actual Actual Approved Approved
FY 1999 FY 2000 FY 2001 FY 2002
Beginning Balance $ 754.0 $ 5407 $ 3781 $ 3505
Released Encumbrances 45 19 -- --
Adjusted Balance 758.5 542.6 378.1 350.5
Revenues 4,023.7 4,203.1 4,408.7 4,449.4
Total Available $ 4,782.2 $ 4,745.7 $ 4,786.8 $ 4,799.9
Expenditures 4,196.2 4,367.6 4,436.3 4,508.9
Ending Balance $ 586.0 $ 3781 $ 3505 $ 2910
As a Percentage of Expenditures 14.0% 8.7% 7.9% 6.5%
Percent Change from Prior Y ear
Revenues (1.1%) 4.5% 4.9% 0.9%
Expenditures 4.1% 4.1% 1.6% 1.6%

Totals may not add because of rounding.




State General Fund Balances

Reserve

To ensure appropriate ending balances, the 1990
Legislature enacted legislation that establishes
minimum ending balances for the State General Fund.
The act requires that the budget submitted by the
Governor in January project an ending balance of at
least 7.5 percent of expenditures. The act also requires
that the final omnibus appropriations bill authorized by
the Legislature allows for at least a 7.5 percent ending
balance. An adeguate balance in the State General
Fund provides a reserve which may be used for
unanticipated fluctuations in revenues, and which
facilities cashflow. Also, an adequate ending balance
allows funds to become available to maintain services
if unforeseen circumstances arise.

State General Fund Balances
(Dollarsin Millions)

Hiscal

Y ear Receipts Expend. Balances Percent
1989 2,228.3 2,159.9 3714 17.2
1990 2,300.5 2,400.3 272.9 114
1991 2,382.3 2,495.4 162.2 6.5
1992 2,465.8 2,491.3 140.5 5.6
1993 2,932.0 2,690.4 384.9 14.3
1994 3,175.7 3,111.0 454.4 14.6
1995 3,218.8 3,309.8 367.0 11.1
1996 3,448.3 3,439.2 379.2 11.0
1997 3,683.8 3,538.1 527.8 14.9
1998 4,023.7  3,799.1 754.0 19.8
1999 39784  4,196.2 540.7 129
2000 4,203.1 4,367.6 378.0 8.7
2001 4,408.7 4,436.3 350.5 7.9
2002 4,449.4  4,508.9 291.0 6.5
2003 4,716.4  4,682.1 351.2 7.5

Cashflow

A 7.5 percent ending balance facilitates cashflow but
may not prevent all cashflow problems. Revenue and
expenditure patterns are dynamic and uneven and can
cause temporary imbalances.  Significant budget
requirements, such as state aid to schools and other
demand transfers, have increased the probability of
cashflow shortages. Within a fiscal year, the amount
and timing of large payments may need to be adjusted.
The state may also need to issue a certificate of
indebtedness to borrow from cash reserves on a
temporary basis.

In FY 2000, a certificate of indebtedness totaling
$150.0 million was issued on March 2, 2000, and was
repaid in late June 2000. In FY 2001, a certificate was
issued January 16, 2001, and was repaid in late June
2001.

Approved Budget

For FY 2002, the Governor proposed a budget that
projected a 7.5 percent ending balance, and the
Omnibus Appropriations Bill passed by the
Legislature also projected an ending balance above 7.5
percent. The Governor made a number of line-item
vetoes to the Omnibus Bill, the most significant of
which diminated a cut to the KDOT demand transfer
of $42.9 million.

The veto restored $16.4 million of cuts that were
intended to be offset by legislation accelerating one
cent of motor fuels tax. The legislation did not pass.
The veto also restored another $26.5 million cut tied
into the same line-item. The additional $26.5 million
will be taken back out of the KDOT demand transfer
when the revised FY 2002 budget is presented to the
Legislature.



State General Fund Revenues

Estimates for the State General Fund are developed
using a consensus process that involves the Division of
the Budget, the Kansas Legislative Research
Department, the Department of Revenue, and three
consulting economists, one each from the University
of Kansas, Kansas State University, and Wichita State
University. The approved budget is based on the State
General Fund Consensus Revenue Estimating Group’s
estimates for FY 2001 and FY 2002.

The Group meets in November to develop a consensus
on each State General Fund revenue source for the
current and upcoming fiscal years. These estimates
become the basis upon which the Governor and the
Legislature build the annual budget. In April of each
year the estimates are revised. The estimates play a
large role in determining the level of spending
proposed by the Governor in budget amendments and
the level approved by the Legislature in the Omnibus
Appropriations Bill. The April estimates also have a
significant effect on final decisions on tax policy.

Basic Economic Assumptions

The fundamental economic assumptions used to
develop the revenue estimates are based on key

economic Vvariables, including inflation, income,
employment, and gross domestic product (GDP). In
addition, historical data, including actual receipts from
prior years and the first nine months of FY 2001, are
used to formulate the estimates.  Finally, any
legislation that was passed during the legislative
session that affects tax laws also is taken into
consideration. These components and data combine to
form the foundation for the current revenue estimates.

The assumptions, which were developed during the
April consensus revenue meseting, are presented in this
section. State and national comparisons are included
and reflect changes for the calendar year (CY).

In general, both national and state forecasts decreased
from November for CY 2000, CY 2001, and CY 2002.
Although very few forecasts were increased from the
November level, the growth rate for corporate profits
before taxes is expected to move upward. The
November forecast for CY 2000 was increased from
11.0 percent to 12.9 percent, while the CY 2002
forecast was increased from 4.0 percent to 5.5 percent.
The state forecasts for CY 2000 were increased
dlightly. However, all other CY 2001 and CY 2002
forecasts were decreased. A complete listing of all
forecasts is shown in the following table.

Consensus Revenue Estimating Economic For ecasts
November 2000 and April 2001 Per centage Change

CY 2000 CY 2001 CY 2002
Nov Apr Nov Apr Nov Apr
National Forecasts:
CPI-U 34 % 34 % 28 % 29 % 25 % 24 %
Gross Domestic Product (GDP)
Real 51 5.0 33 18 35 31
Nominal 75 7.1 5.7 39 5.6 51
Personal Income (Nominal) 6.5 6.3 5.6 4.0 5.6 4.9
Corporate Profits before Tax 11.0 12.9 -- (3.5 4.0 55
Kansas Forecasts:
Gross State Product (GSP) 58 % 56 % 4.8 % 34 % 4.8 % 42 %
Income
Personal 5.0 5.3 4.8 4.0 4.8 4.6
Disposable 51 5.4 5.8 45 5.8 5.0
Spendable 51 5.4 4.6 39 45 4.4
Taxable 49 52 4.7 39 4.6 4.2




Inflation. The inflation rate used for consensus
revenue estimating is the Consumer Price Index for
All Urban Consumers (CPI-U). For CY 2000, the
CPI-U was estimated at 3.4 percent, which is equal to
the November forecast. Inflation for CY 2001 is
forecast to be 2.9 percent, or 0.1 percent higher than
the November forecast, while the inflation rate for CY
2002 is expected to be lower than what was forecast in
November. The rate was decreased from 2.5 percent
to 2.4 percent for CY 2002.

Gross Domestic Product. Gross Domestic Product
(GDP) is the value of all final goods and services
produced within a country by the factors of production
located in the country. For the three calendar years,
2000 through 2002, the growth rates for both real
(adjusted for inflation) and nominal GDP were revised
downward. In CY 2000, real GDP was decreased by
0.1 percent, from 5.1 percent in November to 5.0
percent in April, while nominal GDP was decreased
from 7.5 percent to 7.1 percent. In CY 2001 the
downward revision was more dramatic with real GDP
growth being decreased from 3.3 percent to 1.8
percent and nominal being dropped from 5.7 percent to
3.9 pecent. In CY 2002, the decrease was less
dramatic with real GDP growth being decreased by 0.4
percent from 3.5 percent to 3.1 percent. Nominal GDP
growth in CY 2002 also was decreased by 0.4 percent
from 5.6 percent to 5.1 percent.

In comparison, the Gross State Product (GSP) growth
rate for Kansas was decreased also. However, the
downward revisions are not as dramatic as those made
to GDP. Theforecast for CY 2000 was reduced by 0.2
percent from 5.8 percent in November to 5.6 percent in
April. In CY 2001, the decrease was from 4.8 percent
in November to 3.4 percent in April, and from 4.8
percent to 4.2 percent in CY 2002.

Personal Income. Nominal personal income at the
national level was estimated to decrease from 6.5
percent to 6.3 percent in CY 2000. In November the
growth rates in personal income for both CY 2001 and
CY 2002 were expected to be 5.6 percent. However,
in April these two estimates were revised downward to
4.0 percent in CY 2001 and 4.9 percent in CY 2002.

Simultaneously, Kansas Personal Income (KPI) was
estimated in April to have a growth rate of 5.3 percent
for CY 2000. This rate is an increase from the
November forecast. The CY 2001 and CY 2002

projections were reduced from the 4.8 percent growth
rates projected in November to 4.0 percent for CY
2001 and 4.6 percent for CY 2002. The KPI includes
most sources of income received by individuals except
capital gains.

Receipts

The following graph shows actual receipts to the State
General Fund for FY 1995 through FY 2000 and the
Consensus Revenue Estimating Group's estimates for
FY 2001 and FY 2002.

Sate General Fund Recepts

(Dallarsin Millions)
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These numbers include one-time receipts to the State
General Fund of approximately $30.0 million from
inheritance tax receipts in both FY 1995 and FY 1996
and $30.0 million in one-time corporate income tax
assessments in FY 1997. Receptsin FY 1998 include
a onetime corporate income tax increase of
approximately $49.0 million.

FY 2001. The estimated recepts to the State General
Fund for FY 2001, as revised on April 4, 2001, are
$4,411.9 million, which is a $74.1 million decrease
from the November estimate. Legislative action
contained in 2001 SB 57 and 2001 HB 2283 further
reduced the April estimate by $3.2 million. 2001 SB
57 provided the financing necessary for the Homestead
Property Tax Refund Program to be funded through
the Income Tax Refund Fund, rather than by a
supplemental appropriation. The effect was a $4.0
million decrease in individual income tax receipts to
the State General Fund. There were also one-time
events that had a positive effect. 2001 HB 2283
transferred $70,000 to the State General Fund from the
Insurance Department Service Regulation Fund. The



first $70.7 million from tobacco settlement proceeds
was transferred to the State General Fund and $20.3
million from tobacco settlement proceeds repaid the
State General Fund for children’s programs started in
FY 2000.

FY 2002. The April estimate for FY 2002 was
$4,484.4 million, or $111.4 million below the
November estimate. The estimate reflects the fact that
an additional $10.0 million of the tobacco proceeds
will be transferred to the State General Fund in FY
2002. All other tobacco settlement proceeds are
earmarked by statute to remain in trust or be
transferred to the Children’s Initiatives Fund.

The April estimate was reduced further to adjust for
legislation. The net reduction from legislative changes
totals $94.9 million resulting from 13 bills. Each bill
and the corresponding fiscal effect are shown in the
table beow. 2001 SB 44 changed the Homestead
Property Tax Refund Act so that homestead refunds
will be paid from the Income Tax Refund Fund rather
than through a direct appropriation for the program.
2001 SB 45 contained several changes, including a

reduction in the statutory cap for the Community
Services Tax Credit Program. This change is expected
to cause a total increase of $370,000 in receipts to the
State General Fund ($163,000 in individual income tax
receipts; $122,000 in corporation income tax receipts;
and $85,000 in financial institution privilege tax
receipts). Also included in the bill was the renewal of
income tax credits for plugging certain abandoned oil
and gas wdls. This change is expected to decrease
individual income tax receipts by $7,000 and
corporation income tax receipts by $3,000.

2001 SB 57 transferred a total of $2,055,000 to the
State General Fund from the Juvenile Detention Fund
($1,000,000), Workers Compensation Sedf-Insurance
Fund ($1,000,000), and the Water Marketing Fund
($55,000). 2001 SB 146 expanded the Job Expansion
and Investment Credit Act, which will reduce sales tax
receipts by $298,000 and compensating use tax
receipts by $70,000 for a total fiscal effect of
$368,000.

2001 SB 237 enacts the Kansas Water Bank Act,
which will result in an estimated $25,000 increase in

L egidative Adjustmentsto FY 2001 & FY 2002 Consensus Revenue Estimates
by L egidative Bill, by Tax Source
(Dollarsin Thousands)
Motor Indiv. Corp. Insur. Agen.
Carrier Sales Use Income Income  Priv. Prem. Misc. Earn. Interest Trans. Total
FY 2001:

SB 57 (4,000) 690 (3,310)
HB 2283 -- 70 70

Total (4,000) 760 (3,240)

FY 2002:

SB 44 -- -- (24,430) - (24,430)
SB 45 -- -- -- 156 119 85 - 360
SB 57 - - - - - 2,055 2,055
SB 146 (298) (70) -- - - (368)
SB 237 -- -- - 25 - - 25
SB 332 (1,103) (276) -- 1,384 -- - - 5
HB 2055 -- -- (1,330) -- - (1,330)
HB 2065 -- 9,150 - 9,150
HB 2103 -- -- -- (200) (200)
HB 2128 (275) (92) - - (367)
HB 2200 -- -- (75) - (75)
HB 2596 16,000 16,000
HB 2283

Accts.Rec. 660 19,900 1,700 17,000 6,500 3,250 - 49,010

Other -- -- -- -- - - - (94,921) (94,921)

Total 660 18,499 1,354 2,451 5,197 85 9,150 4,634 16,025 (175) (92,866) (34,986)




agency earnings, while 2001 SB 332 will provide a
permanent retail sales tax exemption for purchases
made by certain city water utility and public water
supply systems. The sales tax exemption is expected
to decrease sales tax receipts by $1,103,000 and
compensating use tax receipts by $276,000. This bill
also establishes the Clean Drinking Water Fund, which
will offset the decrease in sales and compensating use
tax receipts by increasing miscellaneous tax receipts
by $1,361,000.

2001 HB 2055 reenacted the research and
development income tax credit, which will reduce
corporate income tax receipts by $1.33 million. 2001
HB 2065 affects insurance premium taxes, and will
increase FY 2002 receipts by $9.15 million. 2001 HB
2103, 2001 HB 2128, and 2001 HB 2200 will decrease
receipts respectively by $100,000 (interest), $367,000
(income taxes), and $75,000 (interest). 2001 HB 2596
increased the uniform fine schedule for traffic
infractions. Thisis expected to result in an increase in
State General Fund receipts derived from agency
earnings by approximately $16.0 million in FY 2002.

2001 HB 2283, the Omnibus Appropriations and
Reconciliation Bill will have a net reduction to State
General Fund receipts of $45,911,000. The bill

provided a number of minor transfers into the State
General Fund totaling $5,079,000. In addition,
changing the LAVTR, CCRS, and SCCHF demand
transfers to revenues will cause a net reduction in
receipts of $100.0 million.

The Omnibus bill also included the Department of
Revenue' s management plan to increase collections on
accounts that are past due The Governor
recommended $123,442 from the State General Fund
in FY 2001 and $2,904,958 from the State General
Fund in FY 2002 for 27.0 new FTE positions to
implement the management plan. The Legislature
approved 7.0 FTE positions and $306,250 from the
State General Fund for FY 2001 to implement Phase |
of the plan. The Legislature concurred with the
Governor’'s recommendation for FY 2002 to
implement Phases Il and I11. Expectations are that the
Department’s efforts will increase receipts by $49.1
million in FY 2002 through FY 2004.

The table on the following page reflects revenue
estimates for the State General Fund as agreed to by
the Consensus Revenue Estimating Group. The
estimates are adjusted for changes in law that were
passed by the 2001 Legislature and approved by the
Governor.



Consensus Revenue Estimate
AsAdjusted for Legidlation

(Dollarsin Thousands)

FY 2000 FY 2001 FY 2002
Percent Percent Percent
Source Amount Change Amount Change Amount Change
Motor Carrier Property Tax $ 16,125 22 % $ 18,500 147 % $ 19,660 6.3 %
Income T axes:
Individual 1,854,726 94 % 1,981,000 6.8 % 2,082,451 51 %
Corporate 250,123 10.0 215,000 (14.0) 220,197 24
Financial Institutions 22,301 (15.4) 23,000 31 23,085 0.4
Domestic Insurance Co. (5) (99.6) -- -- -- --
Total Income Taxes $ 2,127,145 9.2 %  $2,219,000 43 % $2,325,733 4.8 %
Inheritance/Estate $ 62,888 (232)% $ 40,000 (36.4) % $ 43,000 75 %
Excise Taxes:
Retail Sales $ 1,440,295 3.0 % $1,425,000 (1L1) % $1,488,498 45 %
Compensating Use 209,966 5.0 225,000 7.2 237,354 55
Cigarette 49,124 (4.0) 48,000 (2.3) 49,400 29
Tobacco Products 3,775 12.1 4,000 6.0 4,200 5.0
Cereal Malt Beverage 2,430 (0.7) 2,400 (1.2) 2,500 4.2
Liquor Gallonage 14,368 39 14,000 (2.6) 14,380 2.7
Liquor Enforcement 33,336 8.2 35,500 6.5 37,850 6.6
Liquor Private Club 5,664 3.8 6,200 9.5 6,660 7.4
Corporate Franchise 16,834 6.1 17,000 1.0 17,500 29
Severance 52,969 294 99,900 88.6 96,700 (3.2
Gas 38,697 19.3 85,900 122.0 80,500 (6.3)
QOil 14,272 68.1 14,000 (1.9) 16,200 15.7
Total Excise Taxes $ 1,828,761 38 % $1,877,000 26 % $1,955,042 42 %
Other Taxes:
Insurance Premiums $ 60,675 (98)% $ 62,000 22 % $ 71,150 148 %
Miscellaneous 1,956 (2.8) 3,000 53.4 4,644 54.8
Total Other Taxes $ 62,631 (96)% $ 65,000 38 % $ 75794 16.6 %
Total Taxes $ 4,097,550 57 %  $4,219,500 3.0 % $4,419,229 4.7 %
Other Revenues:
Interest $ 81,236 62)% $ 79300 4% $ 60825 (233)%
Project 2000 Transfers -- -- -- -- (5,000) --
Other Transfers (21,330) - 68,785 - (83,277) -
Agency Earnings 45,619 11.2 41,100 (9.9) 57,625 40.2
Total Other Revenues $ 105,525 38 % $ 189,185 793 % $ 30173 (841) %
Total Receipts $ 4,203,075 56 %  $4,408,685 49 %  $4,449,402 09 %

Revenues are the Consensus Estimate adjusted for legislation passed by the 2001 Legislature and approved by the Governor.




State Employees

Salary Increases

For state employees, the Governor proposed a salary
plan providing increases of 3.02 percent in two stages
for FY 2002. The recommendation also included
salary upgrades in state law enforcement, corrections,
and Regents faculty. The Legislature approved the
same increase but delayed the implementation date of
the second part of the increase. The Governor
exercised his veto authority to return the effective date
of the second increase to his original recommendation.

Classified Employees

A number of structural changes that the Governor
proposed to the pay matrix for classified employees
were approved. Under the Governor's executive
authority, the bottom three steps were deleted effective
with the pay period starting February 4, 2001. The
cost of these changes is estimated to be $2.4 million
from all funding sources, of which $1.2 million is from
the State General Fund. The Governor also added a
16th step to the top of the pay matrix, a step that will
not be used in FY 2002 because of the eimination of
step movement for this fiscal year.

The Governor proposed a base salary increase of 1.5
percent for all classified employees effective June 10,
2001, the first biweekly pay period attributable to FY
2002. In addition, he recommended another 1.5
percent increase starting December 9, 2001, the mid-
point of the fiscal year. The combined increases yield
an effective compounded rate of 3.02 percent. The
pay increases cost $18.9 million from all funding
sources, $10.0 million of which is from the State
General Fund. The Legislature approved the first 1.5
percent increase but delayed the second, as a cost-
cutting measure, until March 3, 2002. The cost of the
pay plan was therefore reduced by $2.06 million from
the State General Fund. The Governor, through his
veto authority, reset the implementation date for the
second 1.5 percent increase to December 9, 2001.
Financing for the pay plan was also returned to his
original recommendation.

The Governor budgeted $11.3 million from all
founding sources for payment of longevity bonuses to

eligible employees for FY 2002. Of this amount, $6.1
million is from the State General Fund. The
Legislature made no changes to the statute authorizing
the bonuses, but reduced funding in agency budgets
for FY 2002 to the FY 2001 level as a cost-cutting
measure. That action would have produced savings of
$300,000 from the State General Fund. However, the
Governor also vetoed these reductions, restoring the
financing to his original recommendation.

Unclassified Employees

The Governor recommended two merit pools for
unclassified employees based on 1.5 percent increases
for the same pay periods as for classified employees.
The unclassified employees affected include
legislators, legislative staff, eected and appointed
officials of the Executive Branch, Regents faculty, and
student assistants at Regents institutions.  Judges,
officials whose salaries are linked to judges salaries,
and other staff of the Judicial Branch are also entitled
to the increases. The cost budgeted for the pay
adjustments totals $18.4 million from all funding
sources, of which $13.5 million is from the State
General Fund. The Legislature ddayed the second
pool until March 3, 2002, for unclassified employees
as wel. That action involved a savings of $2.79
million from the State General Fund. The Governor’s
veto likewise restored these increases to his original
recommendation.

Salary Enhancements

A number of base salary increases, apart from the
annual pay plan increases, were also approved for
employees in several job classes.

Faculty Salaries. The Governor recommended $8.4
million for Regents faculty salaries to implement the
second year of a four-initiative approved in 1999 SB
345. Teaching and research faculty will be eigible for
an average salary increase of 3.2 percent in addition to
the increases provided by the pay plan. The
L egislature approved this recommendation.

Highway Patrol. In addition to the salary increase for
all state employees, the Governor recommended an



additional 5.0 percent salary increase for all sworn
officers in the Highway Patrol for FY 2002. The
Legislature concurred with the recommendation and
approved an additional 3.0 percent for salary increases
for sworn officers, for a total increase of 8.0 percent.
This amount is subject to a pay study by the Division
of Personned Services and approval of the State
Finance Council. The funding for the additional pay
increase will be covered within the agency’s existing
budget authority.

Department of Corrections. The Legislature added
$332,000 from the State General Fund in FY 2002 to
provide a 2.5 percent base salary enhancement for
uniformed correctional officers, beginning in March
2002. This enhancement will be in addition to the 2.5
percent base salary adjustment for these officers that
the Governor recommended and the Legislature
approved, effective June 10, 2001, for $1.5 million.
The base salary increase therefore totals 5.0 percent
for FY 2002.

Juvenile Justice. The Governor recommended a 2.5
percent salary increase, at a cost of $272,000 from the
State General Fund, for Juvenile Corrections Officers
for FY 2002. The Legislature approved the increase
and added a 2.5 percent increase for the last quarter at
a cost of $68,001 from the State General Fund.

Other Salary Adjustments

Death & Long-Term Disability Coverage. The
Legislature approved a moratorium on employer
payments for the cost of death and long-term disability
benefits under the Kansas Public Employees
Retirement System effective for the first half of FY
2002. The savings from the State General Fund will
be lapsed from accounts in each affected state agency
upon certification of the Director of the Budget. The
savings totaled $2,419,530. The Director of the
Budget will also determine the savings generated in
each agency's special revenue funds, and these
amounts will be transferred by the Director of
Accounts and Reports to the newly-created Special
2003 Death and Disability Plan Employer
Contributions Fund. No expenditure authority from
the fund was granted for FY 2002 or FY 2003. The
total transferred cannot exceed $1.6 million.

In addition to these savings in state salaries, there will
be savings generated in the payment for KPERS
coverage that the state makes each year on behalf of

school districts. These savings, all from the State
General Fund, total $6.6 million.

Shrinkage Reductions. The Legislature reduced
funds associated with shrinkage in 24 state agencies
listed in the appropriations bill for FY 2001 and FY
2002. The shrinkage savings were to be calculated
based on the difference between the amount budgeted
for this purpose and actual shrinkage to a date
specified in the appropriations bill. The savings that
were expected to be redlized, al from the State
General Fund, were $800,000 for FY 2001 and $4.8
million for FY 2002. The Governor vetoed this
provision, in effect keeping shrinkage reductions at the
level budgeted in the regular appropriations bill.

Judges Retirement. The Legislature reduced by
$572,000 the State General Fund amount budgeted for
the employer's contribution to the Judge's Retirement
System under KPERS for FY 2002 as a result of a
revised actuarial estimate. The new rate for employer
contributions will be reflected in future budget years.

State Workforce

The budget approved by the Legislature finances the
salaries of 39,629.8 FTE positions and 1,006.3 other
unclassified positions for FY 2001, for a total of
40,636.1. The approved amount represents an increase
of 3.0 positions compared to the Governor's
recommendation. These are direct care staff positions
that were added to the budget of the Kansas Soldiers
Home. The Governor proposed converting 141.0 other
unclassified positions in the Department of Health and
Environment to regular classified FTE positions.
However, the Legislature did not approve that
recommendation.

For FY 2002, the workforce approved for FY 2002
totals 40,883.5, of which 40,170.3 represents FTE
positions and 713.2 consists of other unclassified
positions. The total is an increase of 29.3 positions
above the Governor's recommendation. Of this
amount, 18.6 are FTE positions and 10.7 are other
unclassified.

The Legislature approved new financial examiners in
Banking for consumer and mortgage lending,
administrative staff at KPERS for the Hepdesk,
secretaries in the Legislature for interim activities,
increased tax collectors in Revenue, direct care staff at
the Soldiers Home, a cane mobility orientation



instructor at the School for the Blind, and a position at
the Conservation Commission for water quality.
KDHE received additional positions for the Water
Division, wdl-plugging activities, waste tire
management, and 3.0 of 6.0 positions recommended
by the Governor for nursing home inspections.

There were deletions of a nursing home oversight
position in the Attorney General's Office along with
obsolete positions in the Department of Agriculture.
Positions were transferred from the Department of
Education to the Board of Regents to administer the
Carl Perkins financial aid program; a Criminal Justice

Information System position was transferred from the
Attorney General's Office to the Sentencing
Commission; and the budgetary authority for a half-
time legal representative on the Board of Adult Care
Home Administrators was transferred from KDHE to
the Office of the Attorney General. This change will
retain the administrative functions of the Board within
KDHE and move the enforcement function to the
Attorney General. In addition, other unclassified
positions were converted to regular FTE positions in
the Department of Health and Environment, the
Department of Social and Rehabilitation Services, and
the Fire Marshal's Office.



Statewide Salaries and Wages

Authorized Positions
Classified Regular
Classified Temporary
Unclassified Regular
Unclassified Temporary
Boards and Commissions
Student Help

Authorized Total

New Classified Positions
New Unclassified Positions
Position Reclassifications
Base Salary Increase
Unclassified Merit

New Total
Shift Differential
Overtime
Holiday Pay
Longevity
Total Base Salaries

Employee Retirement
KPERS
Deferred Compensation
TIAA
KBI
Highway Petrol
Judges Retirement
Security Officers

Retirement Total

Fringe Benefits
FICA
Workers Compensation
Unemployment
Retirement Sick & Annual Leave
Employee Health Insurance (FT)
Employee Health Insurance (PT)
Family Health Insurance (FT)
Family Health Insurance (PT)
Regents GTA/GRA Insurance

Total Fringe Benefits
Subtotal: Salaries and Wages
(Shrinkage)
Total Salaries and Wages
State General Fund Total

FTE Positions
Other Unclassified Positions
Tota State Positions

»

FY 2001

768,600,572
8,379,978
662,632,661
29,957,660
3,824,982
47,476,635

1,520,872,488

93,139
26,314

119,453
2,225,025
11,380,004
3,514,881
9,488,240

1,547,600,091

32,874,261
313,138
42,042,826
566,428
2,335,701
3,241,123
5,254,108

86,627,585

106,151,615
14,078,000
1,433,507
6,634,003
92,292,149
3,987,925
22,527,807
559,952
1,053,640

335,346,183

1,882,946,274
72,598,596

1,810,347,678
894,664,092
39,629.8

1,006.3
40,636.1

»

FY 2002

782,341,638
7,921,366
663,430,699
28,728,465
3,747,141
47,501,977

1,533,671,286

3,257,131
461,952
567,273

17,704,580
16,655,573

38,646,509
2,396,567
11,117,687
3,582,897
10,575,640

1,599,990,586

38,546,926
331,022
45,536,807
563,405
2,411,173
2,656,902
5,873,745

95,919,980

110,123,092
14,718,053
1,034,696
7,159,397
101,147,869
4,355,893
24,572,294
599,221
1,164,529

360,795,024

1,960,785,610
85,222,441

1,875,563,169
931,653,406
40,170.3

713.2
40,883.5

Amounts include Off Budget expenditures for the Department of Administration and Highway Patrol, as well asthe

Department of Transportation salaries and wages associated with the construction program budgeted as capital improvements.




Children’s Initiatives Fund

Trust Fund

All proceeds from the national settlement with tobacco
companies will be deposited in a trust fund, which has
been named the Kansas Endowment for Youth (KEY)
Fund. Money in this fund will be invested and
managed by KPERS to provide ongoing earnings.

During FY 2000 the state received $68.2 million in
tobacco settlement payments. Payments in FY 2001
totaled $52.1 million. The current estimate for
payments in FY 2002 is $56.9 million. However, the
amount and timing of the estimated payments could
change depending on the profitability of the
companies, the legal actions pursued by individual
states and the federal government, and interest accrued
on delayed payments. On July 1, 2000, $20.3 million
repaid the State General Fund for children’s programs
begun in FY 2000. The next $70.7 million was
transferred directly from the KEY Fund to the State
General Fund. The next $30.0 million was transferred
to the Children’s Initiatives Fund. In FY 2002, if
money is available in the KEY Fund, $10.0 million
will be transferred to the State General Fund and $40.0
million to the Children’s Initiatives Fund.

Money deposited in the Children’s Initiatives Fund
will be available to benefit the physical and mental
health, welfare, and safety of children in Kansas.
These initiatives, when  implemented, must
demonstrate best practices in the fiedd and include
appropriate evaluation and assessment measures.

Children’sInitiatives Appropriations

For FY 2001, the Governor recommended no changes
to the $29.2 million in expenditures for children’'s
programs that the 2000 Legislature appropriated. The
2001 Legislature concurred. For FY 2002, the
Governor proposed spending of $40.8 million from the
Children’s Initiatives Fund. Included in this funding
was $755,000 that was not appropriated in FY 2001.
The Legislature approved spending of $38,175,000
from the Children’s Initiatives Fund in FY 2002. The
Governor line-item vetoed expenditures of $400,000
for reimbursement grants to the youth residential

facilities utilized by the Juvenile Justice Authority. He
also vetoed expenditures of $125,000 for a pilot
program run by the Juvenile Justice Authority. These
vetoes reduced total approved spending to $37.7
million in FY 2002. Each of theitems is listed in the
following table and described below.

Children'sInitiatives

Program or Project FY 2002

Healthy Start/Home Visitor 250,000
Infants & Toddlers Program 500,000
Smoking Prevention Grants 500,000
Juvenile Prevention Program Grants 6,000,000
Juvenile Graduated Sanctions Grants 2,000,000
Children's Mental Health Initiative 1,800,000
Family Centered System of Care 5,000,000
Therapeutic Preschool 1,000,000
Child Care Services 1,400,000
Community Services for Child Wdfare 2,600,000
Health Wave 1,000,000
Smart Start Kansas 3,000,000
Children's Cabinet Accountability Fund 550,000
Medical Assistance 3,000,000
Parent Education 2,500,000
Four-Y ear-Old At-Risk Programs 4,500,000
School Violence Prevention 500,000
Reading and Vision Research 300,000
TeleKid Health Care Link 250,000
Pediatric Biomedical Research 1,000,000
Total $ 37,650,000

Department of Health & Environment

Health Start/Home Visitor. The Governor
recommended $250,000 for the Healthy Start/Home
Visitor Program in FY 2001 and FY 2002. The
Legislature concurred. The funding will increase the
number of families that receive assistance through
prenatal care and follow-up visits.

Infants & Toddlers Program. The Governor
recommended and the Legislature concurred with
funding of $500,000 in FY 2001 and FY 2002 for the
Infants and Toddlers Program. This will continue
support for the program that provides early



intervention services to digible children that have a
developmental delay.

Smoking Prevention Grants. For FY 2001, the
Governor recommended $500,000 to provide grants
for tobacco use prevention programs targeted at
children. The Governor recommended no funding in
the Department for smoking prevention grants for FY
2002. Instead, he concurred with the recommendation
of the Children’s Cabinet that funding for smoking
prevention be included among the funds appropriated
to the Cabinet for the Smart Start Kansas Program.
The Legislature concurred with the Governor in FY
2001, but in FY 2002 provided $500,000 to continue
the dedicated grants in the Department’ s budget.

Juvenile Justice Authority

Prevention Program Grants. The Legislature
concurred with the Governor’'s recommended
expenditure of $6.0 million to fund community-based
delinquency programs. This recommendation is a $1.0
million increase over FY 2001. The Juvenile Justice
Authority assists communities in developing programs
that are successful in reducing risk factors and juvenile
crime. Programs  include truancy prevention,
mentoring, and family support services.

Graduated Sanctions Grants. The Legislature
concurred with the Governor on the expenditure of
$2.0 million to fund graduated sanctions in the
community. This funding is in addition to $16.4
million from the State General Fund and $1.0 million
that the Legislature added from the Juvenile Detention
Facilities Fund. Communities will provide services
designed to reflect the needs of juvenile offenders.
Services include restitution monitoring, substance
abuse counseling, and out-of-home placements.

Youth Residential Facility Reimbursement Grants.
The Legislature approved $400,000 in FY 2002 to
provide reimbursements to Level V youth residential
facilities. The Juvenile Justice Authority will advise
and consult with the Joint Committee on Juvenile
Justice and Corrections Oversight Committee before
distributing the grants. The Governor line-item vetoed
this expenditurein FY 2002.

Kansas Early Development Support Grants. The
Legislature approved $125,000 to fund a pilot program

that targets troubled teenage parents and other parents
at risk of committing abuse and neglect. The grants
will require a $1 to $1 match from each service
provider and will be awarded on a competitive basis
upon the advisement of the Kansas Advisory Group on
Juvenile Justice and Delinquency Prevention. The
Governor line-item vetoed this expenditure in FY
2002.

Department of SRS

Children’s Mental Health Initiative. The
Legislature concurred with the Governor’'s
recommendation of $1.8 million from the Children’'s
Initiatives Fund for the Children's Mental Health
Waiver Program. The program expands community-
based mental health services for children with severe
emotional disturbances. The total recommended for
the program in FY 2002 is $7.0 million.

Family Centered System of Care. The Governor
recommended $5.0 million from the Children's
Initiatives Fund for the statewide Family Centered
System of Care Programin FY 2002. The Legislature
approved this expenditure. The program provides
mental health and prevention services for children with
severe emotional disturbances and their families.

Therapeutic Preschool. The Governor and the
Legislature continue funding of therapeutic preschool
programs with $1.0 million from the Children's
Initiatives Fund in FY 2002. The program serves
infants and young children who are at risk for abuse,
neglect, and future emotional, social, or behavioral
disorders. Services are targeted to two-and-a-half to
five-year-old special needs children who have a severe
emotional disturbance and are unable to attend other
preschools because of their behavior. The program
also extends care to kindergarten children who attend
public school special education services for half of the
day and the therapeutic preschool the remainder.

Child Care Services. The Governor recommended
$1.4 million from the Children’s Initiatives Fund for
child care services in FY 2002. The Legislature
concurred. Child care services are available to parents
participating in SRS job preparation programs or
family preservation services, children with disabilities,
and parents in the first year of employment after
leaving welfare. Approved expenditures for childcare



assistance total $53.5 million from all funding sources
in FY 2002.

Community Services for Child Welfare. For FY
2002, $2.6 million from the Children’s Initiatives Fund
is approved for community services for child welfare.
This program will provide funding on a competitive
bid basis to local collaborative groups committed to
keeping children in non-abuse or non-neglect cases in
their homes and schools using community intervention
programs and supports, rather than out-of-home
placements. The program continues an appropriation
made by the 2000 Legislature from the Children’s
Initiatives Fund.

HealthWave. The Governor recommended and the
Legislature approved $1.0 million from the Children’s
Initiatives Fund for HealthWave. This program
provides insurance coverage for children whose family
income is less than 200.0 percent of the federal
poverty level. Cost sharing enables some families
whose income is at or above 200.0 percent of the
poverty level to participate in the program for a fee.
Approved expenditures total $32.9 million for
Healthwave for FY 2002, including $8.1 million from
the State General Fund, $1.0 million from the
Children’s Initiative Fund and $23.8 million in federal
funds.

Smart Start Kansas. The Governor recommended
$11,260,000 from the Children’s Initiatives Fund for
Smart Start Kansas, a program of the Children's
Cabinet. Grants will be awarded to early childhood
programs that are research driven and outcome based.
The programs must also be compatible with the
Communities That Care moded. The Legislature
approved total funding of $3.0 million.

Children’s Cabinet Accountability Fund. The
Governor recommended $750,000 from the Children’'s
Initiatives Fund for the Children’'s Cabinet
Accountability Fund.  The Legislature approved
$550,000. This fund will be used to ensure that
tobacco settlement monies are being targeted
effectively and to assess programs and services that
are being funded.

Medical Assistance. The Legislature reduced State
General Fund expenditures in FY 2002 for the
Medicaid Medical Assistance Program by $3.0 million

and replaced that funding with $3.0 million from the
Children’s Initiatives Fund.

Department of Education

Parent Education. The Legislature did not increase
funding for this program as recommended by the
Governor. A total of $2.5 million was appropriated by
the Legislature in FY 2002 from this fund, $1.0
million less than the amount recommended by the
Governor. This program provides expectant parents
and parents of infants and toddlers with advice and
resource materials related to parenting skills, positive
approaches to discipling, and development of sdf-
esteem.

Four-Year-Old At-Risk Programs. The Legislature
appropriated $4.5 million from this fund to expand
services to 1,526 more children in FY 2002. The
Governor had recommended increasing services to 436
more children for $1.0 million. At-risk preschool
children who are not served by special education or
Head Start may receive services through this funding
stream.

School Violence Prevention Grants. The Legislature
concurred with the Governor to continue funding for
this program, which provides mental health services to
children in the school setting at a cost of $500,000 in
FY 2002.

Reading & Vision Research. Monies from this fund
were added in FY 2002 to bring the program’s total to
$300,000. Current law regarding vision screenings
was changed to encourage students not achieving
mastery of basic academic skills to obtain an eye
examination.

Mentoring Program Grants. The Legislature
eliminated funding in FY 2002 for this program
intended for teachers, volunteers, or certified staff to
spend time with children to assist with reading, math,
and language arts. The Governor had recommended
that level funding of $500,000 be continued.

Communities in Schools. This dropout prevention
program was also eiminated by the 2001 Legislature.
The Governor had recommended $125,000 for FY
2002.



State Library

Community Access Network. The Legislature did
not appropriate any monies from the Children’s
Initiatives Fund for this program in FY 2002. It
received $70,000 in FY 2001 and the Governor had
recommended the same amount for FY 2002 for
providing information regarding services for victims
of domestic violence.

University of Kansas Medical Center

TeleKid Health Care Link. The Legislature agreed
with the Governor to continue to maintain and expand

this project, with $250,000 in FY 2002 for the TeleKid
Health Care Link. The University of Kansas Medical
Center was the first in the country to deliver medical
services to local schools. The project uses PC-based
telemedicine technology that links physicians and
children for clinical visits from the school nurse's
officeto the doctor’ s office.

Pediatric Biomedical Research. The Legislature
added $1.0 million to the University of Kansas
Medical Center’s budget from the Children’s Initiative
Fund. This will allow the institution to expand
pediatric biomedical research in epilepsy and other
childhood diseases.



The State Gaming Revenues Fund receives transfers
from certain receipts generated by the Kansas Lottery
and the Kansas Racing and Gaming Commission. The
State Gaming Revenues Fund (SGRF) is then used to
fund economic development initiatives, prison
construction and maintenance projects, juvenile
detention facilities, and treatment of pathological
gamblers. The remainder is transferred to the State
General Fund. The Governor recommended and the
Legislature approved Lottery sales at $200.0 million
for FY 2001 and FY 2002.

Gaming Revenues Fund
(Dollars in Thousands)
FY 2000 FY 2001 FY 2002
TransfersIn:

Lottery $55,187 $64,460 $60,000
Racing & Gaming 531 326 327
Total $55,718 $64,786 $60,327

Transfers Out:
EDIF 42,500 42,500 42,500
JDFF 2,500 2,500 2,500
CIBF 5,000 5,000 5,000
PGGF - 80 80
Transfer to SGF $ 5718 $14,706 $10,247
Total $55,718 $64,786 $60,327

Transfers from the State Gaming Revenues Fund are
made in accordance with a statutory formula. The
current formula transfers 85.0 percent of revenues to
the Economic Development Initiatives Fund (EDIF),
10.0 percent to the Correctional Institutions Building
Fund (CIBF), and 5.0 percent to the Juvenile
Detention Facilities Fund (JDFF).  Statute also
establishes a $50.0 million cap onthe State Gaming

Gaming Revenues

Revenues Fund, which limits maximum transfers to
$42.5 million in the EDIF, $5.0 million in the CIBF,
and $2.5 million in the JDFF, as well as $80,000 to the
Problem Gambling Grant Fund (PGGF). Each of these
funds has received the statutory maximum transfer for
the past several fiscal years.

Racing & Gaming Transfers

The total amounts transferred to the State Gaming
Revenues Fund from the Lottery and the Racing and
Gaming Commission are determined by the volume of
gaming activity and the cost of financing the
operations of these agencies. All costs associated with
operation of the Lottery and the Racing and Gaming
Commission are financed through their respective
gaming revenues. The Racing and Gaming
Commission transfers all revenues that are not
necessary for the agency’s operation to the SGRF.
Historically, the agency has transferred all funds in
excess of $300,000 to the fund on a monthly basis.
Total transfers to the State Gaming Revenues Fund are
expected to be $326,000 in FY 2001 and $327,000 in
FY 2002. Thetable shows transfers into and out of the
State Gaming Revenues Fund as well as transfers to
the State General Fund.

Lottery Transfers

During the 2000 Legislative Session, the Legislature
amended substantive law to allow the Kansas Lottery
to transfer 20.0 percent of pull-tab ticket sales to the
SGRF as an exception to the statutory minimum of
30.0 percent. Because this language was left out of the
FY 2001 Omnibus appropriations bill, the Governor
amended his FY 2002 recommendation to include the
necessary language. The Legislature concurred.



Economic Development | nitiatives Fund

The Economic Development Initiatives Fund (EDIF)
draws revenues from the State Gaming Revenues
Fund. State law provides that the EDIF receive 85.0
percent of all revenues (to a maximum of $50.0
million) in the State Gaming Revenues Fund. The
budget approved by the Legislature estimates EDIF
resources of $47.3 million in FY 2001 and $45.6
million in FY 2002.

In addition to the $42.5 million transferred from the
State Gaming Revenues Fund, other resources
available for transfer and expenditure include $3.0
million in FY 2001 and $1.0 million in FY 2002. In
FY 2001, other resources include $1.0 million in
interest, a transfer of $400,000 from the Department of
Commerce and Housing's Kansas Partnership Fund to
EDIF, and $1.6 million in encumbered funds that were
released from projects at the Department of Commerce
and Housing and Kansas Technology Enterprise

Corporation. In FY 2002, the $1.0 million in other
resources is wholly attributable to interest. The
following table presents the status of the EDIF.
EDIF Revenues
(Dollarsin Thousands)
FY 2000 FY 2001 FY 2002
Beginning Balance:  $ 4,580,366 3779115 $ 1,976,477
Gaming Revenues 42,500,000 42,500,000 42,500,000
Other Revenue 1,417,625 2,964,300 1,000,000
Total Available $48,497,991 $49,243415 $45476,477
Transfers Out 30,414,670 30,750,801 4,015,303
Expenditures 14,304,206 16,516,137 41,652,229
BalanceForward ~ $ 3,779,115 $ 1976477 $ (191,055)

Totals may not add because of rounding.

Transfers & Expenditures. The Legislature
approved transfers and expenditures of $47,266,938 in
FY 2001 and $45,667,532 in FY 2002 from the EDIF.
The FY 2002 transfers and expenditures leave a
negative beginning balance of $191,055 for FY 2003.
The agencies receiving the largest portion of EDIF in
the current fiscal year are the Department of
Commerce and Housing, 44.2 percent ($20.2 million);
KTEC, 28.2 percent ($12.9 million); and the Board of
Regents, 21.9 percent ($10.0 million).

The Legislature added $250,000 for the Adjutant
General’s FY 2002 budget for funding of its
Educational Assistance Program. The Legislature also
transferred $150,000 from the EDIF to the Department
of Commerce and Housing's Publication and Other
Sales Fee Fund for operations of the agency’s Division
of Travel and Tourism. Funding was continued for the
Mid-American World Trade Center in Wichita in FY
2002 from the State General Fund instead of the EDIF.
However, the Legislature deleted $200,000 from the
National Teachers Hall of Fame and shifted the funds
to the Division of Travel and Tourism, both within the
Department of Commerce and Housing.

The Governor’s original recommendations for EDIF
expenditures in FY 2001 and FY 2002 exceeded
anticipated resources by $2,928,365. This was the
result of an understatement of the amount of transfers
to be made out of the fund in FY 2001, which then
caused an overstatement of the fund's carryover
balance from FY 2001 to FY 2002. Acting under the
assumption that more funds were available to be spent
in FY 2002 than actually were, all funds thought to be
available in FY 2002 were recommended to be spent,
thus overcommitting the fund. Consequently, the
Governor amended his budget and the Legislature
approved it with various adjustments.

Adjustments to revenues and expenditures by the
Governor and the Legislature included encumbered
funds that were released from projects at Commerce
and KTEC. The Governor had originally
recommended $500,000 for the Local Outdoor
Recreation Grant Program in the Department of
Wildlife and Parks. However, the agency
subsequently received a federal Land and Water
Conservation Fund Stateside Grant that will allow for
an alternative financing source for this program. A
transfer of $500,000 from the EDIF was offset by the
same amount in federal funds. Also, initial estimates
for interest earnings to the fund were increased by
$300,000 in FY 2001 and $250,000 in FY 2002. The
Governor recommended that the $2.0 million statutory
transfer from the EDIF to the State Water Plan Fund
be reduced by $361,820 in FY 2002. However, the
Legislature did not adopt the reduced transfer to the
State Water Plan Fund. Consequently, the EDIF has a
balance of a negative $191,055 in FY 2002.



Economic Development I nitiatives Fund

State Water Plan

Department of Commerce & Housing
Small Business Development Centers
Certified Development Companies
Kansas Industrial Training/Retraining
Trade Show Promotion
National Teachers Hall of Fame
Capacity Planning Grants
Tourism Promotion
Wichita World Trade Center
Training Equipment
Agriculture Product Development
Travel Information Centers
Economic Opportunity Initiatives Fund
Existing Industry Expansion
Main Street Development Grants
Motion Picture/Television Tax Rebate
HOME Program
Operations

Subtotal--Commerce & Housing

Kansas Technology Enterprise Corporation
Research Matching Grants
Business Innovative Research Grants
Centers of Excedlence
EPSCoR
Special Projects
Commercialization Grants
Mid-America Mfg. Technical Center
Operations

Subtotal--KTEC

Board of Regents
Comprehensive Grant Program
Matching Grants-AVTS
Postsecondary Aid--AVTS
Capital Outlay--AVTS
Subtotal--Board of Regents

Kansas, Inc.

Department of Education

Arts Commission

State Library

Historical Society

Adjutant General--Educational Assistance

Wildlife and Parks--Local Outdoor Recreation

Department of Administration

Eisenhower Museum Grant

State Fair

Special 2003 Desath and Disability Plan
Employer Contributions Fund

Total EDIF Transfers/Expenditures

FY 2001 FY 2001 FY 2002 FY 2002
Gov. Rec. Approved Gov. Rec. Approved
$2,000,000 $2,000,000 $1,638,180 $2,000,000
485,000 485,000 485,000 485,000
400,000 400,000 400,000 400,000
3,600,000 3,600,000 3,600,000 3,600,000
150,000 150,000 150,000 150,000
100,000 100,000 -- --
197,000 197,000 197,000 197,000
1,052,100 1,052,100 1,052,100 1,052,100
42,000 42,000 -- --
277,500 277,500 277,500 277,500
540,000 540,000 540,000 540,000
12,800 15,000 115,000 115,000
3,500,000 3,500,000 3,500,000 3,500,000
500,000 500,000 500,000 500,000
216,800 216,800 216,800 216,800
26,000 23,800 75,000 75,000
533,022 533,022 530,000 530,000
8,609,757 8,583,915 8,729,936 8,450,053
20,241,979 20,216,137 20,368,336 20,088,453
1,466,000 1,466,000 1,216,000 1,216,000
516,000 516,000 516,000 516,000
4,325,000 4,325,000 4,350,000 4,350,000
3,200,000 3,200,000 3,000,000 3,000,000
79,303 79,303 79,303 79,303
1,156,664 1,156,664 1,450,000 1,450,000
962,052 962,052 1,000,000 1,000,000
1,077,742 1,077,742 1,431,840 1,326,845
12,782,761 12,782,761 13,043,143 12,938,148
250,000 250,000 250,000 250,000
200,000 200,000 200,000 200,000
6,882,981 6,882,981 6,882,965 6,882,965
2,700,000 2,700,000 2,700,000 2,700,000
10,032,981 10,032,981 10,032,965 10,032,965
336,949 336,949 343,267 342,663
80,000 80,000 - -
119,110 119,110 -- --
170,000 170,000 - --
95,000 95,000 - -
50,000 50,000 -- 250,000
500,000 500,000 -- --
350,000 350,000 -- --
300,000 300,000 -- --
234,000 234,000 -- --
-- -- -- 15,303
$47,292,780 $47,266,938 $45,425,891 $45,667,532




State Water Plan Fund

Receipts to the State Water Plan Fund are derived
from a variety of sources, including a statutory transfer
from the State General Fund, the Economic
Deveopment Initiatives Fund (EDIF), and a mix of
user fees. Transfers of $6.0 million from the State
General Fund and $2.0 million from the EDIF are
statutorily authorized to be made annually to the State
Water Plan Fund. Included in the user fees are
Municipal Water Use and Industrial Water Use fees of
$.03 per 1,000 gallons of usage. A Stock Water Use
fee of $.03 per 1,000 gallons of water consumed is
also charged to feedlots with 1,000 or more head of
cattle. A pesticide fee of $100 per registered business
and a fertilizer fee of $1.40 per ton of fertilizer sold
are also credited to the State Water Plan Fund.

State Water Plan Fund Revenue
FY 2002
Projected Carryover: $1,338,603
New Receipts:
Municipal Water Use Fees 3,500,000
Industrial Water Use Fees 1,420,000
Stockwater Use Fees 330,000
Fertilizer Fees 2,968,000
Pesticide Fees 920,000
Pollution Fines and Penalties 100,000
Sand Royalty Fund 405,000
Rel eased Encumbrances 181,032
EDIF Transfer 2,000,000
State General Fund Transfer 6,000,000
Subtotal New Receipts $17,824,032
Total Revenue $19,162,635

Sand Royalty Fund fees of $.15 per ton for sand,
gravel, and other non-gas or oil minerals are received
by the state and credited to the fund. Finally, any fines
and penalties levied against an individual or business
relating to pollution are credited to the fund. Thetable
above reflects anticipated receipts to the State Water
Plan Fund for FY 2002. Tota new recepts are
estimated at $17,824,032.

Transfers & Expenditures. The Governor amended
his budget by reducing the $6,250,000 transfer from

the State General Fund to the State Water Plan Fund
by $250,000 in FY 2002. The Legislature concurred
with the Governor’'s recommendation and further
reduced funding from the State General Fund by
decreasing the $6.0 million State General Fund
demand transfer by $850,000. These reductions in
receipts were partially offset by an increase in
estimated Municipal and Stock Water Use fees and
released encumbrances from the State Conservation
Commission. The Governor line-item vetoed the
reduction of $850,000 made by the Legislature, thus
restoring the funds. The Legislature did not approve
the Governor’s recommendation to reduce the transfer
from the Economic Development Initiatives Fund by
$361,820 in FY 2002.

The Legislature approved State Water Plan Fund
expenditures totaling $18,475,741 for FY 2001 and
$18,697,501 for FY 2002. The Legisature
substantially  concurred with the Governor’'s
recommendations for FY 2001 but increased FY 2002
expenditures by $150,552. The table on the opposite
page illustrates approved funding from the State Water
Plan Fund in FY 2001 and FY 2002. Given the
projected receipts to the State Water Plan Fund for FY
2002, it is estimated that the fund will have a balance
of $465,134 at the end of FY 2002.

State Conservation Commission. The approved
State Water Plan Fund expenditures total $10,257,567
in FY 2002. This amount reflects a $50,000 increase
over the Governor’'s recommendation. Theincreaseis
for the Riparian and Wetland Program, which educates
farmers on techniques to avoid soil erosion.

Kansas Water Office. The Legislature increased
State Water Plan Fund expenditures by $8,500 in FY
2001. The additional expenditures will finance
stakeholder meetings in western Kansas on the
proposed Ogallala Aquifer's two-pool management
system. The system is designed to conserve the
aquifer’ s water resources and prevent its depletion.

For FY 2002, State Water Plan Fund expenditures
were increased by a total of $100,552. This increase
includes $55,552 for water planning as wel as
$45,000 to fund the Ogallala Aquifer Ingtitute in
western Kansas.



State Water Plan Fund Expenditures

FY 2001 FY 2001
Agency/Program Gov. Rec Approved
State Conservation Commission
Buffer Initiative 80,000 80,000
Conservation District Aid 1,035,500 1,035,500
Multipurpose Small Lakes 230,000 230,000
Nonpoint Source Pollution Asst. 3,000,000 3,000,000
Riparian and Wetland Program 200,000 200,000
Water Resources Cost Share 4,450,000 4,450,000
Watersned Dam Construction 805,000 805,000
Water Rights Purchase -- --
Total--Conservation Commission $9,800,500 $9,800,500
Kansas Water Office
Assessment and Evaluation 200,000 200,000
Federal Cost-Share Programs 250,000 250,000
GIS Data Access and Support Center 177,300 177,300
GIS Data Base Development 250,000 250,000
Groundwater Condition Evaluation 70,000 70,000
MOU--Storage Operations and Maintenance 429,787 429,787
Ogallala Aquifer Institute -- --
PMIB Loan Payment for Storage 270,413 270,413
Public Information 30,000 38,500
Stream Gauging Program 370,000 370,000
Technical Assistance to Water Users 440,000 440,000
Water Planning -- --
Water Resouce Education 60,000 60,000
Weather Modification 349,000 349,000
Kansas River Study 150,000 150,000
Total--Kansas Water Office $3,046,500 $3,055,000
Wildlife & Parks
Stream Monitoring $50,000 $50,000
Department of Agriculture
Floodplain M anagement 126,409 126,409
Best Management Practices 46,792 46,792
Interstate Water |ssues 226,048 226,048
Subbasin Water Resources M anagement 634,540 634,540
Total--Dept. of Agriculture $1,033,789 $1,033,789
Health & Environment
Assessment of Sediment Quality 50,000 50,000
Contamination Remediation 1,397,023 1,397,023
Local Environmental Protection Program 1,800,000 1,800,000
Nonpoint Source Program 482,529 482,529
TMDL Initiatives 406,900 406,900
Total--Health & Environment $4,136,452 $4,136,452
Kansas Corporation Commission
Well Plugging $400,000 $400,000

University of Kansas
Geological Survey

Total Water Plan Expenditures $18,467,241 $18,475,741

FY 2002
Gov. Rec

265,134
1,038,000
230,000
3,150,000
200,000
4,450,000
805,000
69,433
$10,207,567

200,000
250,000
143,773
250,000

437,833
263,991

30,000
416,000
440,795

60,000
178,000

$2,670,392
$50,000

136,647
243,905
651,597
$1,032,149

50,000
1,397,506
1,800,000

482,435
406,900
$4,136,841

$400,000

$50,000
$18,546,949

FY 2002
Approved

265,134
1,038,000
230,000
3,150,000
250,000
4,450,000
805,000
69,433
$10,257,567

200,000
250,000
143,773
250,000

437,833
45,000
263,991
30,000
416,000
440,795
55,552
60,000
178,000

$2,770,944
$50,000

136,647
243,905
651,597
$1,032,149

50,000
1,397,506
1,800,000

482,435
406,900
$4,136,841

$400,000

$50,000
$18,697,501




Demand & Revenue Transfers__

Demand transfers are expenditures specified by
statute. They usually represent a major portion of
annual expenditures from the State General Fund. In
order to meet the 7.5 percent ending balance
requirement for State General Fund expenditures, the
Legislature provided for three of the seven demand
transfers to be accounted for as revenue transfers in
FY 2002. The total amount for demand transfers is
$165.1 million. The three transfers that will be
counted as revenue transfers total $100.0 million.
These transfers will not count as State General Fund
expenditures.  As approved by the Legislature,
transfers will account for 5.8 percent of total State
General Fund expenditures for FY 2002. By
comparison, the percentage was as high as 17.0
percent in FY 1992 prior to the repeal of several large
transfers to school districts that are now direct
appropriations. For FY 2001 the percentage equals
4.4.

FY 2002 Demand Transfers
(Dollarsin Millions)

State Highway Fund 1211
Sales Tax
School District Capital |mprovement Fund 38.0

General Revenues

State Water Plan Fund 6.0
General Revenues

State Fair Capital |mprovements --
General Revenues

Total $165.1
FY 2002 Revenue Transfers

Local Ad Valorem Tax Reduction Fund 54.7
Sales and Compensating Use Tax
County and City Revenue Sharing Fund 34.9
Sales and Compensating Use Tax
Special City and County Highway Fund 104
Motor Carrier Property Tax

Total $100.0

Of the stat€'s seven transfers, four are established
under current law based on receipts from a specific
source of revenue. Severa transfers are tied to the

amount of sales tax revenue credited to the State
General Fund.

Demand Transfers

The largest transfer has been to the State Highway
Fund, currently 9.5 percent of total sales tax revenues.
For FY 2001, the transfer was capped by statute at 1.7
percent growth over the FY 2000 amount. For FY
2002, the Governor originally funded the transfer at
9.5 percent, but he recommended and the Legislature
concurred with additional reductions in the transfer
amounts by reducing both the Department of
Transportation's operating and construction budgets.
The Legislature approved yet a further reduction of
$42.9 million to the transfer. The Governor vetoed
this additional reduction to return the State Highway
Fund transfer to his amended amount.

To fund the new Comprehensive Transportation
Program, the State Highway Fund demand transfer
will increase significantly in future years. Beginning
with FY 2002, the transfer will be 9.5 percent of the
sales tax revenue to the State General Fund, minus the
reductions mentioned above. The State Highway Fund
transfer will then grow to 11.0 percent in FY 2003 and
to 11.25 percent in FY 2004. In FY 2005, the State
Highway Fund transfer is to reach 12.0 percent and
remain at that level.

The remaining three demand transfers are not based on
any specific source of revenue to the State General
Fund. One of these provides for an annual transfer to
the School District Capital Improvement Fund to
support school construction projects. The other two
are for capital improvements at the State Fair and a
transfer to the State Water Plan Fund. These latter two
demand transfers are specified in statute. For the State
Water Plan Fund, the Governor recommended a
transfer of $6.0 million in FY 2002. The Legislature
approved a transfer of $5.2 million. The Governor
line-item vetoed that reduction restoring the transfer to
$6.0 million. The Governor recommended a $300,000
transfer in FY 2002 for capital improvements at the
State Fair. The Legislature did not approve this.



Revenue Transfers

The Local Ad Valorem Tax Reduction Fund (LAVTR)
and the County and City Revenue Sharing Fund
(CCRS) are also funded from sales tax revenues. The
LAVTR is to receive 3.6 percent of sales and use tax
receipts. The CCRS is to receve 2.8 percent of sales
and use tax receipts. Both of them are distributed to
local governments for property tax relief. For FY
2002, the Governor recommended a 7.0 percent
increase over the FY 2001 transfer amounts.
However, the Legislature approved a 1.0 percent
increase over the FY 2001 amount. The Legislature
also agreed to treat these transfers as revenue transfers

in FY 2002. These three transfers constitute 14.3
percent of the sales tax revenues to the State General
Fund and 4.7 percent of total tax receipts.

The Special City and County Highway Fund was
established in 1979 to prevent the deterioration of city
streets and county roads. Each year this fund receives
an amount equal to the state property tax levied on
motor carrier's. The Governor recommended an
amount equal to the FY 2000 transfer for FY 2002.
The Legislature approved an amount that represents
the FY 2001 transfer plus 1.0 percent. The Legislature
also agreed to treat this as a revenue transfer in FY
2002.



Kansas I ntergover nmental Transfer Program

2000 SB 248 authorized the establishment of the
Kansas Intergovernmental Transfer Program (KSIT).
This program allows the state to draw down additional
federal funding for long-term care services in Kansas.
Transfers totaled $109.5 million in FY 2001. Current
estimates indicate that the state could draw down as
much as $100.0 million in additional federal funding
in FY 2002. Currently, 20 states draw down extra
federal money through this program.  However,
because of changes in federal regulations the program
will end in FY 2003 after two transfers.

Under the program, the Secretary of Aging transfers
monies from the State General Fund and the federal
matching funds to nursing facilities run by local
governments that have signed participation agreements
with the Department on Aging. Then, after deducting
a participation fee, the facilities transfer the state and
federal funds back to the Secretary of Aging. The
amount that had been transferred from the State
General Fund is then transferred back to the State
General Fund.

Distribution of the Funds

For transfers occurring before July 1, 2001, 60.0
percent was transferred to the Senior Services Trust
Fund, 15.3 percent was transferred to the State
Medicad Match Fund—SRS, 9.7 percent was
transferred to the State Medicad Match Fund—
Department on Aging, 10.0 percent was transferred to
the Long-Term Care Loan and Grant Fund, and 5.0
percent was transferred to the HCBS Programs Fund.

For transfers occurring on and after July 1, 2001, KSA
2000 Supp. 75-4365 provided for 70.0 percent to be
transferred to the Senior Services Trust Fund, 5.0
percent to the Long-Term Care Loan and Grant Fund,
and 25.0 percent to be split between the state Medicaid
match funds in the Department on Aging and SRS.
The amount transferred to each of these funds will be
specified by appropriations acts of the Legislature.
However, in the 2001 Omnibus Bill the Legislature
directed that the amounts that were to be transferred to
the Senior Services Trust Fund be transferred instead
to the newly created IGT Funds in the Department on
Aging and the Department of Social and Rehabilitation

Services. For each transfer 86.3 percent will go the
IGT Fund of the Department of Socia and
Rehabilitation Services and 13.7 percent will go to the
IGT Fund of the Department on Aging. The transfers
to the Senior Services Trust Fund will be diverted in
this manner until an aggregate of $51.0 million has
been put into the IGT Funds, $44.0 million to the SRS
fund and $7.0 million to the Aging fund.

